CHAPTER III
NON-TRANSFER AND  TRANSFER EXPENDITURES
BY GOVERNMENT AUTHORITIES
§ 1. expenditures of money by government authorities may
be conveniently separated under two heads, expenditures that
purchase current services of productive resources for the use of
those authorities and expenditures which consist in payments
made either gratuitously or in purchase of existing property
rights to private persons. The former group include expendi-
tures on the maintenance and building-up of the army, navy,
air force, civil service, educational service, judiciary, Post
Office, municipal tramway service and so on. The latter
include expenditures on the payment of interest on govern-
ment debt, pensions, sickness benefit (as paid in money) and
unemployment benefit; also subsidies on the production of
particular kinds of commodities, sugar, milk, meat or houses ;
also payments made in the redemption of government debt,
i.e. the repurchase of government securities. The former type
of expenditure I called, in my first edition, exhaustive, in the
second, real expenditure. It is perhaps better to ,call them,
simply, non-transfer expenditures. The latter type must in
that case be called transfer expenditures.1 The fundamental
distinction between them is that non-transfer expenditures
do, but transfer expenditures do not, give rise to what
economists are accustomed to call social (money) income,
i.e. the money value of current output. For precision of
thought, however, certain loose ends need to be gathered up.
§ 2. Thus, while no difficulty arises when government
authorities purchase the services of labour, capital or land
directly, there is an awkwardness when they purchase com-
modities that these factors of production are engaged in
making. For the commodities which they buy are already
1 In her book, The Finance of British Governments, 1920-36, Mrs. Hicks
uses the term transfer expenditure in a sense quite different from mine,
namely one intended to indicate the extent to which real income is redistri-
buted through government action in favour of the poorer classes. Thus for
her the main part of the cost of the educational services is transfer ex-
penditure, but that of the service of the National Debt is not.

